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DEPARTMENT OF THE NAVY
THE ASSISTANT SECRETARY OF THE NAVY
(INSTALLATIONS AND ENVIRONMENT)
1000 NAVY PENTAGON
WASHINGTON. D.C. 20350-1000

August 22, 2002

The Honorable Richard B. Cheney
President of the Senate
washington, DC 20515-6501

Dear Mr. President:

The purpose of this letter is to notify you of our decision
to study certain functions performed by military and civilian
personnel in the Department of the Navy for possible performance
by private coritractors.

As the Department seeks ways tO improve efficiency and
effectiveness, reduce the overall cost of operations and improve
business processes, we are fully exploring opportunities for
competition imitiatives. 1In accordance with 10 U.S.C. Section
2461, the Secretary of Defense is to notify Congress of any
decision to study commercial or industrial type functions
performed by 50 or more civilian employees for possible
outsourcing and to provide an estimate of the costs and length
of each study. To provide you with a more comprehensive
overview of our most recent competition ipitiatives, we are
enclosing a list detailing funcrions both above and below 10
U.S.C. Section 2461 reporting threshold. These initiatives to
study the performance of the commercial or industrial type
functions by persons who are not civilian employees of the
Department of Defense are not the result of constraints or
limitations in terms of man years. end strengths, full-time
equivalent positions or maximum number of employees. Please
note that to ensure we obtain economies of scale, most of the
smaller numbers of functions will be consolidated into larger
regional or base-wide cost comparisons.

Where required, studies will be performed under the
procedures set forth in Office of Management and Budget (OMB)
Circular A-76. The military billets listed in the enclosure
have been identified for substitution by civilian workers. The
A-76 cost comparison in each case will determine whether the
function will be contracted out or pexrformed by civilian
employees of ‘the Department of the Navy. The Department’s
estimated cost to study each full-time equivalent position is
s2,500 and this funding is contained in Navy Operations and
Maintenance Budget Line Item 4A1M - Administration. The
estimated study time for single function studies is 12-18 months
and 24-36 months for multifunction studies.
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Conversion to commercial contracts will occur only if the
cost comparison process reveals that contracting is the most
cost effective method of performing the function. We will
notify you by ‘'separate correspondence if the competition results
in a decision to convert to contract performance.

While this letter is fully responsive to the 10 U.Ss.C.
Section 2461 notification requirements, kindly be advised that
the Navy is studying alternate approaches to competitive
outsourcing. Although it is critical that we obtain the
benefits currently available through A-76, in the Department of
the Navy’s judgement, extensive changes need to be made to this
process to achieve full benefits. Accordingly, the Department
of the Navy will be working with other Service secretariats and
the Office of the Secretary of Defense to provide future
recommendations for change.

A similar letter has been sent to the Speaker of the House,
and Chairmen Inouye, Levin, Lewis and Stump. If I can be of
further assistance, please let me know.

Sincerely,
e’
\ N
~”
H. T. Johnson

Enclosure
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